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Cost oF PENsIONS FoR ALL AMERICAN WARS 


Total cost of 
pensions to Cost of pensions No. of 
June 30, 1932 1931-32 beneficiaries 
Revolutionary War ................. 0.000000 j= 
Indian Wars (last battle 18760) ...... 587,996 4,581,074 193,721 
Spanish-American War ...........-. 096, 113,841,436 239,860 
$14,244,849,037 $927 ,642,234 1,327,241 


dent in war service. There were 234,879 wounded and 
gassed. Of these 14,763 died of wounds, 158,585 re- 
turned to duty and 51,813 were “invalided to” the United 
States. Thus legislation was needed to provide for the 
dependents of the 124,250 who died and for those of the 
220,116 wounded and gassed who might need relief. On 
March 31, 1932, there were 325,146 veterans who were 
receiving compensation for disabilities “resulting from, 
aggravated by, or recurring during the World War.” The 
receipt of compensation by a large number of these is 
attributed to certain provisions of the law which enable 
them to obtain compensation for disabilities “presumed” 
to be connected with war service while in fact they are 
not. 

The minimum pay in the American army was $30 per 
month. Allowing $2.00 per day for the expense of daily 
maintenance would bring the compensation to $90 per 
month, a sum about equal to the estimated monthly aver- 
age ($89) for American workers in 1918. In addition 
family allowances paid to the dependents of American 
soldiers amounted to $298,615,000.° In 1919 each soldier 
was given on discharge $60 which involved an appropri- 
ation of $237,979,340. By June 30, 1931, $2,795,700 had 
been paid to dependents of those who died in service and 
therefore did not receive the $60 bonus. Between 1918 
and 1925 another $718,666,370 was spent for mainte- 
nance and training of soldiers under the federal scheme 
for vocational rehabilitation. The total of these items is 
$1,258,057 ,410. 

For the purpose of avoiding the evils under the Civil 
War pension system a War Risk Insurance plan was 
established by Congress in October, 1917. Each soldier 
was permitted to take out a policy of $10,000 at $8.00 per 
thousand, a very low rate even in peace time. The extra 
cost due to the hazard of war, the cost of disability bene- 
fits, and the cost of operation were to be borne by the 
government. The plan also permitted, at the termination 
of the war, the conversion of policies on favorable terms 
into life and endowment insurance. Before the war ended 
more than 4,000,000 had taken out policies. By June 30, 
1931, 645,964 had converted their policies and the insur- 
ance in force amounted to $3,023,938,351.4 Disbursements 
under the plan amounted to $1,374,004,790. Deducting 
$450,000,000 paid as premiums by the policy holders, the 
net cost to government was $924,004,790. 

In 1924 the Adjusted Compensation (Bonus) Act was 
passed. It provided additional compensation of $1.00 per 
day for home service and $1.25 per day for overseas 
service with a maximum of $500 for home service and 
$625 for overseas service. Cash was paid to those to 
whom $50 or less was due. By June 30, 1931, $4,565,899 


3The Index, June, 1932, published by the New York Trust 
Company. 
4 Report of the U. S. Veterans’ Administration, 1930-1931, p. 29. 


had been paid to 132,674 soldiers whose adjusted service 
compensation did not exceed $50; $200,834 to the depend- 
ents of soldiers whose adjusted service compensation did 
not exceed $50; and $36,876,816 to dependents of soldiers 
whose adjusted service compensation exceeded $50. 

Due to the depleted condition of the Treasury an imme- 
diate payment of the bonus was deferred by arranging to 
give the soldiers adjusted compensation certificates due in 
1945. The sum due each soldier could be used to purchase 
a 20-year endowment policy, the face value of which 
would vary with his age as well as with the amount due 
him. The certificate is a promise to pay at death or in 
1945 such sum as his “service credit” increased by 25 per 
cent would buy, according to his age. For example, a 30- 
year-old veteran with $625 service credit would receive a 
certificate which pays $1,577.50 at death or in 1945. 

By June 30, 1931, adjusted service certificates to the 
value of $3,562,568,587 had been issued to 3,546,259 vet- 
erans. The beneficiaries of 106,929 deceased veterans had 
received $108,007,445.5 

The “present value” of these certificates is about 55 
cents on the dollar. Thus the demand for immediate 
payment of the bonus, which is a live issue, would require 
the government to pay an unaccrued obligation of 45 cents 
on every dollar. This is the basis of protest against 
immediate payment, particularly to veterans who do not 
need it. Added to this consideration is the financial 
embarrassment it would cause the treasury. It is con- 
tended that the only amount which could in fairness be 
paid is 55 per cent of the 1945 value. 

As the result of the depression and increasing pressure 
for payment of the bonus, Congress passed a bill in 1931 
over President Hoover’s veto increasing the loan value 
of the certificates from 22% to 50 per cent of their face 
value. If Congress had provided that veterans could sur- 
render their certificates and receive their cash value at the 
time, a holder of a $1,000 certificate instead of receiving 
a loan of $500, could have received in final payment about 
$510. There were advocates of final payment on this 
basis as a means of taking the whole question out of 
politics. On the other hand there were those who pointed 
out that it would be unfair to veterans who wished to 
have their dependents protected until 1945 under the 
insurance provision of the certificates. It is difficult to 
see why those who wished to have the cash value of their 
certificates should not have been permitted to receive it 
and at the same time allow those who wished to continue 
their insurance to do so. By November 28, 1931, about 
2,500,000 veterans had borrowed $1,173,330,971.37.8 

Shortly after Congress adjourned in 1931 demands for 
immediate full payment of the bonus became increasingly 
insistent. President Hoover went before the American 


5 Ibid., p. 43. 
® The Index, June, 1932, The New York Trust Co. 
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Legion convention and plainly told the delegates that 
immediate full payment was beyond the financial ability 
of the federal government. As a result a resolution de- 
manding immediate full payment was defeated. This did 
not end the matter, however, for a bill (H. R. 7726) was 
introduced in January, 1932, providing for the inflation 
of the currency in order to make payment. The defeat 
of the bill in the Senate and the rout of the bonus army 
(B. E. F.) which had assembled in Washington to demand 
payment has turned the question into a political issue in 
the coming election. Furthermore, the American Legion 
convention in 1932, reversing its former action, voted to 
demand immediate full payment of the bonus. 


In July, 1932, a law was passed which reduced the 
interest rate on the loans granted against compensation 
certificates from 4% to 3 per cent. It is estimated that 
this reduction will cost the government over $387,000,000. 


Besides the family allowances and War Risk Insurance 
provided by the legislation in 1917, cash compensation 
was allowed for injuries or sickness contracted or aggra- 
vated during service, cash allowances were provided for 
widows and other dependents of those who were killed 
or died as the result of war service, and medical, surgical 
and hospitalization services were established for disabled 
veterans whose sickness or injuries were the result of war 
service. These provisions were intended, according to 
William G. McAdoo, then Secretary of the Treasury, as 
“a substitute for, and to make unnecessary future pension 
laws to cover this war.” On October 31, 1931, 313,848 
World War veterans were receiving disability compensa- 
tion and allowances were paid to 96,787 dependents of 
veterans whose deaths occurred as the result of war 
service. The cost of disability compensation up to June 
30, 1931, was about $1,800,000,000.’ 

We have been departing more and more from the prin- 
ciple of limiting compensation to disabilities which arose 
out of war service. 1n 1920 an act was passed providing 
compensation for veterans of the Spanish-American War, 
the Philippine Insurrection and the Boxer Rebellion irre- 
spective of whether their disabilities came from war 
service and all veterans over 62 years of age who served 
90 days or more were given pensions whether suffering 
from disability or not. As a result of this law the number 
of pensioners, including the dependents of veterans, in- 
creased from 26,754 in 1920 to 235,463 in May, 1932, and 
the amount expended increased from $3,803,415 to $112,- 
010,112 for the fiscal year ending June 30, 1932.8 

In 1924 an act was passed which provided free hospi- 
talization to veterans of any war not dishonorably dis- 
charged “without regard to the nature or origin of their 
disabilities.” While in a hospital their pensions are not 
subject to deduction. In 1926 the law was further liber- 
alized by providing travelling expenses and a per diem 
allowance of $2.65 to veterans who found it necessary to 
travel to be examined by the Veterans’ Administration. 
Under these laws hospital cases increased from 26,610 
in 1925 to 34,948 in 1931 and the percentage of cases of 
non-service disabilities has steadily increased from 14.4 
per cent to 54.2 per cent. The cost of hospitalization and 
hospital construction from 1919 to June 30, 1931, was 
$627,378,112. The bill for 1930-1931 was $30,414,020. 

Under the Emergency Officers’ Retirement Act passed 


7 Tbid. 
‘Brief of the National Economy League in support of a peti- 
tion to Congress May 4, 1932. 
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in 1928, 6,448 emergency officers of the army, navy and 
marine corps, with disabilities rated at 30 per cent or 
more, are receiving 75 per cent of the salaries they were 
drawing when they were discharged. Some of these offi- 
cers are also drawing large salaries in government service 
or civilian occupations. Their average monthly pension 
is $140 and the yearly cost to the government is over 
$11,000,000. The National Economy League estimates 
that if compensation were limited to disabilities actually 
connected with war service $7,000,000 would be eliminated 
from the annual appropriation. Furthermore, it is pointed 
out that officers drawn from and returning to civilian life 
where they are able to make good incomes should not 
expect to receive as liberal retirement allowances as officers 
who spend their lives in military service. 

In 1930 an act was passed which provides that any 
honorably discharged veteran of the World War who en- 
tered the service prior to November 11, 1918, who served 
90 days or more and who is rated as having a disability 
of 25 per cent or more may receive compensation even 
though his disability cannot be attributed to war service. 
The payments for disability are as follows: 25 per cent 
disability $12 per month; 50 per cent $18 per month; 75 
per cent $24 per month; and 100 per cent $40 per month. 
By June 30, 1931, 541,943 veterans had made application 
for compensation. The budget for 1932-1933 contains an 
item of $104,277,554 to provide for 392,759 claims which 
had been allowed up to March 31, 1932. It is estimated 
that by June 30, 1933, 561,863 veterans will be receiving 
compensation under these provisions. Since the average 
age of veterans is 39 years—there are about 4,300,000 of 
them—and since many men in the forties and fifties can 
quality for 25 per cent disability under a lax system of 
medical examination, compensation under this law is likely 
to increase from year to year until it reaches fantastic 
heights. 

The National Economy League in its petition to Con- 
gress insisted that compensation for non-service disabili- 
ties could be eliminated to the following extent from the 
budget of 1932-1933 without any injustice to veterans: 
Spanish-American veterans, $109,000,000; World War 
veterans under the law of 1930, $104,277,554; World War 
veterans under the law of 1924, $125,000,000 ; emergency 
officers, $7,000,000; hospitalization for non-service disa- 
bilities, $39,000,000; appropriation for additional hospi- 
tals, $12,877,000; and reductions in administrative costs 
$30,000,000. The present laws permit a veteran who al- 
lowed his War Risk insurance to lapse, cancelled it, or 
reduced it and afterwards became disabled to have his 
insurance restored if he can prove that his disability ante- 
dated the lapse of his policy. Furthermore, if a veteran 
died before collecting the $60 bonus due when he was 
mustered out of service, his dependents are entitled to 
an amount of insurance for which this bonus would pay. 
The League estimates that another $25,000,000 could be 
eliminated in connection with expenditures under these 
provisions of the law. The total savings on these items 
would be $452,154,554. 

In view of the fact that the federal government faced a 
deficit of $3,000,000,000 on June 30, 1932, a saving of 
over $450,000,000 of unjustifiable expenditure was re- 
garded by many as more important than attempts to cut 
down administrative expenditures to the point of impair- 
ing government efficiency. Furthermore, since the item 
for veterans’ compensation, next to public debt charges, is 
the largest in the budget it invites careful inspection. 
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CoMPARISON WITH OTHER COUNTRIES 


\ comparison of the extent to which other leading 
countries are compensating their veterans this year indi- 
cates that the United States is much more liberal than any 
of the others. This is evident from the following table.” 


Men Dead and This Year's 

Mobilized Wounded Relief Biil 

United States.... 4,355,000 360,300 $928,387,795 
Germany ........ 13,000,000 6,111,862 298,690,000 
France 8,410,000 5,623,000 286,722,000 
6,600,000 ,000, 174,802,060 
re 5,615,000 1,597,000 69,853,300 
Canada 619,636 232,045 61,123,000 


The United States not only leads the other countries 
of the world in generous provision for veterans but its 
present appropriation for this purpose exceeds those of 
all the leading belligerents combined even though the total 
number mobilized and the total casualties were much 
below those of the other nations. This is attributed mainly 
to organized political pressure by the United States vet- 
erans and to the fact that compensation has not been 
limited to war service disabilities and to the dependents 
of those killed in action. 

It should be said, however, that in Great Britain the 
cost reached its peak in 1920, when it was £105,660,000. 
The fact that it has dropped to £47,243,800 ($174,802,060) 
is attributable to several factors. Children cease to be 
beneficiaries at the age of 16 years; the eligibility of 
widows for pensions ceases with remarriage; women who 
married ex-soldiers after September, 1921, and children 
born more than 10 months after September, 1921, are not 
eligible for benefits; compensation is paid only to de- 
pendents of those killed-in action and to those having 
disabilities due to war service; slight wounds which do 
not impair health or capacity for work are not compen- 
sated; and compensation is not a political issue. It is 
expected that pensions growing out of World War ser- 
vice will cease about 1980 except for cases of unusual 
longevity. 

in France a law passed in 1930 makes each combatant 
eligible for a pension at the age of 50. Thus the chiet 
burden of cost is yet to be met. 

In Germany, although compensation is small, it has been 
the chief item in the budget except reparations. The 
number of disability pensioners increased 120,000 between 
1924 and 1930 but in July, 1930, an emergency decree cut 
allowances and barred all new applicants. uth 

In Italy no substantial decrease in war compensation is 
expected during the next 15 or 20 years. 

Next to the United States Canada has adopted the most 
liberal policy with reference to its World War veterans. 
Compensation for veterans is one-sixth of the budget and 
is the largest item next to charges for the public debt. 
The pension list is growing and the demand for the 
broadening of the scope of benefits is a political issue. 


DEMANDS OF THE AMERICAN LEGION 


Many who ‘seek to explain the large expenditures of 
the United States for World War veterans point to the 
American Legion as being chiefly responsible. This is 
confirmed by the officials of the Legion, who point with 
pride to what it has done for veterans. In fact, to be 
able to say this has undoubtedly been a definite asset to 
the Legion in gaining members. The membership, how- 


~ © Charles A. Selden et al. “Veterans’ Relief,’ New York Times, 
June 5, 1932. 


ever, is estimated at not over 1,000,000, or 23 per cent 
of the soldiers mobilized. The membership reached 
845,186 in 1920. In 1928 it was 745,542. Thus, even if 
the membership has increased to 1,000,000, the great 
majority of veterans are outside the Legion. 

The effectiveness of the Legion, however, is not en- 
tirely represented by the number of its members. It 
maintains a powerful lobby at Washington and its posts, 
scattered over the country, seek to influence Congress by 
means of telegrams and letters in connection with any 
legislation the Legion sponsors. It brings support to 
legionnaires running for public office and demands 
preference for veterans in civil service positions. It has 
enough members in Congress and in the executive branch 
of the government to facilitate ready consideration of its 
demands. 


PROTESTS AND DEMAND FOR SAVINGS 


The National Economy League, composed of veterans 
and others concerned about economy, opposes the imme- 
diate payment of the bonus and demands the elimination 
of compensation for non-service disabilities. The United 
States Chamber of Commerce takes the same position on 
these issues and demands repeal of the law which broad- 
ened the compensation to veterans of the Spanish-Ameri- 
can War, the Philippine Insurrection and the Boxer Re- 
lief expedition. Other organizations opposing the bonus 
are the Veterans’ Committee for Reducing the Cost of 
Peace, the National Committee Against Prepayment of 
the Bonus, and the Dugout. 


A number of leading economists including Professor 
E. R. A. Seligman, Columbia University, Professor E. W. 
Kemmerer, Princeton University, Professor Irving Fisher, 
Yale University, Professor Garfield V. Cox, Chicago 
University, Dr. David Friday, and Virgil Jordan, econom- 
ist of the McGraw Hill Publishing Co., have also opposed 
the prepayment of the bonus. 


The press frequently reports resignations of prominent 
legionnaires who disapprove of the demand of the Ameri- 
can Legion for prepayment. Hamilton Fish, Jr., one of 
the original members of the Legion, in an address before 
the New York State Republican Convention, October 3, 
1932, declared: “I yield to no one in my loyalty to the 
American Legion, nor in my belief in the patriotism of 
its members, but [ am abundantly convinced that the 
\merican people are overwhelmingly in accord with the 
views expressed by President Hoover and also by Alfred 
I. Smith and Norman Thomas against payment at this 
time.” He also said, “I bespeak whole-hearted support 
of the President for his courageous stand against the 
payment of $2,400,000,000 to able-bodied veterans in the 
present financial crisis, which would result in a serious 
and disastrous shock to our whole economic structure, 
and the undermining of our national credit upon which 
foundation our economic recovery is based.” 

On the other hand there are those who insist that the 
fact that we have chosen to treat all veterans alike in the 
payment of the bonus, does not make them alike. They 
are unable “to see the wisdom or fairness of this govern- 
ment promising to pay a millionaire $1,000 in 1945 and 
refusing a hungry man bread in 1932 because both came 
— a blanket law which made no discrimination between 
them.”? 


10M. E. Tracy, “A Sane Bonus Plan,” New York World- 
Telegram, October 3, 1932, 
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